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(1) Relationship with qualified public
accountant. (1) If a change or changes
in qualified public accountants have
taken place since the last annual re-
port to shareholders or if a disagree-
ment with a qualified public account-
ant has occurred that the institution
would be required to report to the
Farm Credit Administration under part
621 of this chapter, the information re-
quired by §621.4(c) and (d) of this chap-
ter must be disclosed.

(2) Disclose the total fees, by the cat-
egory of services provided, paid during
the reporting period to the qualified
public accountant engaged to conduct
the institution’s financial statement
audit. At a minimum, identify fees paid
for audit services, tax services, and
non-audit related services. The types of
non-audit services must be identified
and indicate audit committee approval
of the services.

(m) Financial statements. (1) Furnish
financial statements and related foot-
notes that have been prepared in ac-
cordance with generally accepted ac-
counting principles and instructions
and other requirements of the Farm
Credit Administration and that have
been audited in accordance with gen-
erally accepted auditing standards by a
qualified public accountant and an
opinion expressed thereon. The state-
ments shall include the following
statements and related footnotes for
the last 3 fiscal years: balance sheet,
statement of income, statement of
changes in protected borrower capital
and at-risk capital, and statement of
cash flows.

(2) State that the financial state-
ments were prepared under the over-
sight of the audit committee, identi-
fying the members of the audit com-
mittee.

(n) Credit and services to young, begin-
ning, and small farmers and ranchers and
producers or harvesters of aquatic prod-
ucts. (1) Each direct lender association
must describe the YBS demographics
in its territory and the source of the
demographic data. If there are dif-
ferences in the methods by which the
demographic and YBS data are pre-
sented, these differences must be de-
scribed.

(2) Each direct lender association
must provide a description of its YBS
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program, including a status report on
each program component as set forth
in §614.4165(c) of this chapter and the
definitions of ‘‘young,” ‘‘beginning,”
and ‘‘small”’ farmers and ranchers. The
discussion must provide such other in-
formation necessary for a comprehen-
sive understanding of the direct lender
association’s YBS program and its re-
sults.

(3) Each Farm Credit bank must in-
clude a summary report of the quan-
titative YBS data from its affiliated di-
rect lender associations as described in
FCA’s instructions for the annual YBS
yearend report. The report must in-
clude the definitions of ‘‘young,” ‘‘be-
ginning,” and ‘‘small”’ farmers and
ranchers. A narrative report may be
necessary for an ample understanding
of the YBS mission results.

[61 FR 8656, Mar. 13, 1986, as amended at 69
FR 16471, Mar. 30, 2004; 70 FR 53909, Sept. 13,
2005; 71 FR 5764, Feb. 2, 2006; 71 FR 76119, Dec.
20, 2006; 72 FR 4414, Jan. 31, 2007; 74 FR 28599,
June 17, 2009; 75 FR 18744, Apr. 12, 2010; 77 FR
60597, Oct. 3, 2012]

§620.6 Disclosures in the annual re-
port to shareholders relating to di-
rectors and senior officers.

(a) General. (1) List the names of all
directors and senior officers of the in-
stitution, indicating the position title
and term of office of each director, and
the position, title, and date each senior
officer commenced employment in his
or her current position.

(2) Briefly describe the business expe-
rience during the past 5 years of each
director and senior officer, including
each person’s principal occupation and
employment during the past 5 years.

(3) For each director and senior offi-
cer, list any other business interest
where the director or senior officer
serves on the board of directors or as a
senior officer. Name the position held
and state the principal business in
which the business is engaged.

(b) Compensation of directors. Describe
the arrangements under which direc-
tors of the institution are compensated
for all services as a director (including
total cash compensation and noncash
compensation). Noncash compensation
with an annual aggregate value of less
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than $5,000 does not have to be re-
ported. State the total cash and report-
able noncash compensation paid to all
directors as a group during the last fis-
cal year. For the purposes of this para-
graph, disclosure of compensation paid
to and days served by directors applies
to any director who served in that ca-
pacity at any time during the report-
ing period. If applicable, describe any
exceptional circumstances justifying
the additional director compensation
as authorized by §611.400(c) of this
chapter. For each director, state:

(1) The number of days served at
board meetings;

(2) The total number of days served
in other official activities, including
any board committee(s);

(3) Any additional compensation paid
for service on a board committee, nam-
ing the committee; and

(4) The total cash and noncash com-
pensation paid to each director during
the last fiscal year. Reportable com-
pensation includes cash and the value
of noncash items provided by a third
party to a director for services ren-
dered by the director on behalf of the
reporting Farm Credit institution.
Noncash compensation with an annual
aggregate value of less than $5,000 does
not have to be reported.

(c) Compensation of senior officers. Dis-
close the information on senior officer
compensation and compensation plans
as required by this paragraph. The in-
stitution must disclose the total
amount of compensation paid to senior
officers in substantially the same man-
ner as the tabular form specified in the
Summary Compensation Table (Com-
pensation Table), located in paragraph
(c)(3) of this section.

12 CFR Ch. VI (1-1-13 Edition)

(1) For each of the last 3 completed
fiscal years, report the total amount of
compensation paid and the amount of
each component of compensation paid
to the institution’s chief executive offi-
cer (CEO), naming the individual. If
more than one person served in the ca-
pacity of CEO during any given fiscal
year, individual compensation disclo-
sures must be provided for each CEO.

(2) For each of the last 3 completed
fiscal years, report the aggregate
amount of compensation paid, and the
components of compensation paid, to
all senior officers as a group, stating
the number of officers in the group
without naming them.

(i) If applicable, when any employee
who is not a senior officer has annual
compensation at a level that is among
the five highest paid by the institution
during the reporting period, include
the highly compensated employee(s) in
the aggregate number and amount of
compensation reported in the Com-
pensation Table.

(ii) The report containing the aggre-
gate compensation disclosure must in-
clude a statement that disclosure of in-
formation on the total compensation
paid during the last fiscal year to any
senior officer, or to any other employee
included in the aggregate, is available
and will be disclosed to shareholders of
the institution and shareholders of re-
lated associations (if applicable) upon
request. This statement must be lo-
cated directly beneath the Compensa-
tion Table.

(3) The institution must complete the
Compensation Table, or something sub-
stantially similar, according to the fol-
lowing instructions:

SUMMARY COMPENSATION TABLE

Annual
Name of individual or Deferred/
number in group Year Salary Bonus perquisite Other Total
(a) (b) (c) (d) (e) ®) (9)
CEO .o 20XX $ $ $ $ $
20XX
20XX
Aggregate No. of Senior
Officers (& other high-
ly compensated em-
ployees, if applicable):
20XX
20XX
20XX
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(i) Amounts shown as ‘‘Salary’ (col-
umn (c¢)) and ‘“‘Bonus” (column (d))
must reflect the dollar value of salary
and bonus earned by the senior officer
during the fiscal year. Amounts con-
tributed during the fiscal year by the
senior officer pursuant to a plan estab-
lished under section 401(k) of the Inter-
nal Revenue Code, or similar plan,
must be included in the salary column
or bonus column, as appropriate. If the
amount of salary or bonus earned dur-
ing the fiscal year is not calculable by
the time the report is prepared, the re-
porting institution must provide its
best estimate of the compensation
amount(s) and disclose that fact in a
footnote to the table.

(ii) Amounts shown as ‘‘deferred/per-
quisites’ (column (e)) must reflect the
dollar value of other annual compensa-
tion not properly categorized as salary
or bonus, including but not limited to:

(A) Deferred compensation earned
during the fiscal year, whether or not
paid in cash; or

(B) Perquisites and other personal
benefits, including the value of
noncash items, unless the annual ag-
gregate value of such perquisites is less
than $5,000. Reportable perquisites in-
clude cash and the value of noncash
items provided by a third party to a
senior officer for services rendered by
the officer on behalf of the reporting
institution.
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(iii) Compensation amounts reported
under the category ‘‘Other’” (column
(f)) must reflect the dollar value of all
other compensation not properly re-
portable in any other column. Items re-
ported in this column must be specifi-
cally identified and described in a foot-
note to the table. ‘“Other’” compensa-
tion includes, but is not limited to:

(A) The amount paid to the senior of-
ficer pursuant to a plan or arrange-
ment in connection with the resigna-
tion, retirement, or termination of
such officer’s employment with the in-
stitution.

(B) The amount of contributions by
the institution on behalf of the senior
officer to a vested or unvested defined
contribution plan unless the plan is
made available to all employees on the
same basis.

(C) The dollar value of any tax reim-
bursement provided by the institution.

(D) Any changes in the value of pen-
sion benefits.

(iv) Amounts displayed under
“Total” (column (g)) shall reflect the
sum total of amounts reported in col-
umns (c¢), (d), (e), and (f).

(4) If the institution provides a de-
fined benefit plan or a supplemental
executive retirement plan (SERP) to
its senior officers, the institution must
complete the following Pension Bene-
fits Table, or something substantially
similar, for each plan according to the
following instructions:

PENSION BENEFITS TABLE

As of most recent fiscal year-end

Present value of | Payments made

Years of credited

Name of individual accumulated during reporting
service benefits period
CEO ettt | tebebebeen et $ $

Senior Officers as a Group (& other highly compensated employees,

if applicable).

(i) Report the credited years of serv-
ice for the CEO and the average cred-
ited years of service for the senior offi-
cer group under the plan.

(ii) Report the present value of accu-
mulated benefits for the CEO and the
senior officer group under the plan.

(iii) Report payments made during
the reporting period under the plan for
the CEO and the senior officer group.

(5) Provide a description of all com-
pensation, retirement, incentive, and
performance plans (plans) pursuant to
which cash or noncash compensation
was paid or distributed during the last
fiscal year, or is proposed to be paid or
distributed in the future for perform-
ance during the last fiscal year, to
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those individuals included in the Com-
pensation Table. Provide the informa-
tion individually for the chief execu-
tive officer and as a group for the sen-
ior officers. Information provided for
the senior officer group includes any
highly compensated employees whose
compensation is reported in the Com-
pensation Table. The description of
each plan must include, but not be lim-
ited to:

(i) A summary of how each plan oper-
ates and who is covered by the plan.
The summary must include the criteria
used to determine amounts payable, in-
cluding any performance formula or
measure, as well as the time period
over which the measurement of com-
pensation will be determined, payment
schedules, and any material amend-
ments to the plan during the last fiscal
year.

(ii) The overall risk and reward
structure of the plan as it relates to
senior officers’ compensation. The de-
scription must include, at a minimum,
how each plan is compatible with and
promotes the institution’s goals and
business strategy and the mission as a
Government-sponsored enterprise.

(iii) A discussion of the relationship
between the CEO and senior officers’
compensation to the reporting institu-
tion’s overall performance. The disclo-
sure must also discuss the relationship
between the CEO’s and senior officers’
compensation to their performance.

(6) Adjacent to the Compensation
Table, discuss the authority of share-
holders to petition for an advisory vote
on CEO and senior officer compensa-
tion. Include a reference to the loca-
tion in the report where the discussion
of any advisory votes held during the
reporting period is contained.

(7) Associations may disclose the in-
formation required by paragraph (c) of
this section in the Annual Meeting In-
formation Statement (AMIS) pursuant
to subpart E of this part. Associations
exercising this option must include a
reference in the annual report stating
that the senior officer compensation
information is included in the AMIS
and that the AMIS is available for pub-
lic inspection at the reporting associa-
tion offices pursuant to §620.2(b).

(d) Travel, subsistence, and other re-
lated expenses. (1) Briefly describe your

12 CFR Ch. VI (1-1-13 Edition)

policy addressing reimbursements for
travel, subsistence, and other related
expenses as it applies to directors and
senior officers. The report shall include
a statement that a copy of the policy is
available to shareholders of the insti-
tution and shareholders of related asso-
ciations (if applicable) upon request.

(2) For each of the last 3 fiscal years,
state the aggregate amount of reim-
bursement for travel, subsistence, and
other related expenses for all directors
as a group.

(e) Transactions with senior officers
and directors. (1) State the institution’s
policies, if any, on loans to and trans-
actions with officers and directors of
the institution.

(2) Transactions other than loans. For
each person who served as a senior offi-
cer or director on January 1 of the year
following the fiscal year of which the
report is filed, or at any time during
the fiscal year just ended, describe
briefly any transaction or series of
transactions other than loans that oc-
curred at any time since the last an-
nual meeting between the institution
and such person, any member of the
immediate family of such person, or
any organization with which such per-
son is affiliated.

(i) For transactions relating to the
purchase or retirement of preferred
stock issued by the institution, state
the name of each senior officer or di-
rector that held preferred stock issued
by the institution during the reporting
period, the current amount of preferred
stock held by the senior officer or di-
rector, the average dividend rate on
the preferred stock currently held, and
the amount of purchases and retire-
ments by the individual during the re-
porting period.

(ii) For all other transactions, state
the name of the senior officer or direc-
tor who entered into the transaction or
whose immediate family member or af-
filiated organization entered into the
transaction, the nature of the person’s
interest in the transaction, and the
terms of the transaction. No informa-
tion need be given where the purchase
price, fees, or charges involved were de-
termined by competitive bidding or
where the amount involved in the
transaction (including the total of all
periodic payments) does not exceed
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$5,000, or the interest of the person
arises solely as a result of his or her
status as a stockholder of the institu-
tion and the benefit received is not a
special or extra benefit not available to
all stockholders.

(38) Loans to senior officers and direc-
tors. (i) To the extent applicable, state
that the institution (or in the case of
an association that does not carry
loans to its senior officers and direc-
tors on its books, its related bank) has
had loans outstanding during the last
full fiscal year to date to its senior of-
ficers and directors, their immediate
family members, and any organizations
with which such senior officers or di-
rectors are affiliated that:

(A) Were made in the ordinary course
of business; and

(B) Were made on the same terms, in-
cluding interest rate, amortization
schedule, and collateral, as those pre-
vailing at the time for comparable
transactions with other persons.

(ii) To the extent applicable, state
that no loan to a senior officer or di-
rector, or to any organization affiliated
with such person, or to any immediate
family member who resides in the same
household as such person or in whose
loan or business operation such person
has a material financial or legal inter-
est, involved more than the normal
risk of collectability; provided that no
such statement need be made with re-
spect to any director or senior officer
who has resigned before the time for
filing the applicable report with the
Farm Credit Administration (but in no
case later than the actual filing), or
whose term of office will expire or ter-
minate no later than the date of the
meeting of stockholders to which the
report relates.

(iii) If the conditions stated in para-
graphs (e)(3)(i) and (ii) of this section
do not apply to the loans of the persons
or organizations specified therein, with
respect to such loans state:

(A) The name of the officer or direc-
tor to whom the loan was made or to
whose relative or affiliated organiza-
tion the loan was made.

(B) The largest aggregate amount of
each indebtedness outstanding at any
time during the last fiscal year.

(C) The nature of the loan(s);

§620.10

(D) The amount outstanding as of the
latest practicable date.

(E) The reasons the loan does not
comply with the criteria contained in
paragraphs (e)(3)(i) and (e)(3)(ii) of this
section.

(F) If the loan does not comply with
paragraph (e)(3)(i)(B) of this section,
the rate of interest payable on the loan
and the repayment terms.

(G) If the loan does not comply with
paragraph (e)(3)(ii) of this section, the
amount past due, if any, and the reason
the loan is deemed to involve more
than a normal risk of collectability.

(f) Imvolvement in certain legal pro-
ceedings. Describe any of the following
events that occurred during the past 5
yvears and that are material to an eval-
uation of the ability or integrity of any
person who served as director or senior
officer on January 1 of the year fol-
lowing the fiscal year for which the re-
port is filed or at any time during the
fiscal year just ended:

(1) A petition under the Federal
bankruptcy laws or any State insol-
vency law was filed by or against, or a
receiver, fiscal agent, or similar officer
was appointed by a court for the busi-
ness or property of such person, or any
partnership in which such person was a
general partner at or within 2 years be-
fore the time of such filing, or any cor-
poration or business association of
which such person was a senior officer
at or within 2 years before the time of
such filing;

(2) Such person was convicted in a
criminal proceeding or is a named
party in a pending criminal proceeding
(excluding traffic violations and other
misdemeanors);

(3) Such person was the subject of
any order, judgment, or decree, not
subsequently reversed, suspended, or
vacated, by any court of competent ju-
risdiction, permanently or temporarily
enjoining or otherwise limiting such
person from engaging in any type of
business practice.

[77 FR 60597, Oct. 3, 2012]

Subpart C—Quarterly Report
§620.10 Preparing the quarterly re-
port.

(a) Bach institution of the Farm
Credit System must:
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